
This document contains the follow-up experiments from the “Trend-Long, Rule Isolation 
Experiment”. 
 

1.  The exit rule x4_2 had a significant impact on the results.  To increase the visibility into 
isolating other rules, the x4_2 rules has been removed and the experiment was run a 
second time.  This uses the same setup and conditions as were used in the original 
experiment. 

 
Rule Isolation Experiment with exit rule X4_2 removed. 

 
 
Discussion of Results: 

● With the x4_2 rule removed, there is more sensitivity visible in the heat map.  

● The e1, e2, e4, appear to be the rules which contribute to the performance the most. 

○ (1) (close > open and close > 70% of day's range)   or   close > yesterday's high  

○ (2) SMA-20 is up today 

○ (4) SMA-50 is up today   or   today's SMA-50 minus 3 days ago's SMA-50 > -0.12 * ATR  

● Rules e3 and e5 has a less impact but is still noticeable. 

○ (3) SMA-20 was up yesterday   or   SMA-20 is up today by at least 0.03 * ATR 

○ (5) close < SMA-20 + 2.5 * ATR 

● The x5_2 rule is now the dominant exit rule holding back performance.  

○ If the SMA-50 and the SMA-20 are both falling today, the stop price is 1.0 * ATR below 

the SMA-50. 

● The x1 rule has a negative effect on annual return, positive effect on maximum drawdown and 

win percentage. 

○ (1) 1st profit target: Exit ¼ position on a daily close > 2.0 * ATR above the entry price. 



● The x_DIT rule also has a significant impact on the strategy.   Holding the underlying longer in 

long trends is beneficial.  This rule was set based on the long call selection of ~90 DTE on entry.  

○ Exit the trade after 70 calendar days 

 

 

2. Minimal ruleset experiment. The goal of this experiment is to determine which rules are most 

important and see if some of the less significant rules can be excluded. 

 

 

Experiment run setup: 

O - Rule is included 

X - Rule is excluded 

 

 

 

 





 

Discussion of Results: 

● For run #1, Removed  entry rules e5, e6, e7, and e8, since these are less impactful rules.  The exit 

rule x4_2 was excluded along with the profit targets x1, and x2 and the  x_DIT rule. 

● Run 1 results are significantly better than the baseline for annual return, profit factor and 

expectancy. The MDD and win ratio are reduced, mostly due to remove the profit target rules x1 

and x2. 

● In Run 2, the X5_2 rule is excluded in addition to those in Run 1 

○ If the SMA-50 and the SMA-20 are both falling today, the stop price is 1.0 * ATR below 

the SMA-50. 

● Run 2 results continue to improve.  Max drawdown is more than the baseline - x4_2 but has 

multiples more return and better risk adjusted returns.  The only metric which is consistently 

lower across all experiments is the win % 

● Runs 3, 4, and 5 are adding back in the x_DIT rule, the 1st profit target x1 and the 2nd profit 

target x2 respectively. 

● As each exit rule is added back, the results decline, but are still significantly better than the 

baseline.  

 

 

Conclusion: 

The Trend-Long strategy rules can be simplified and also result in improved results without over 

optimizing.  

 

Possible Next Steps: 

● Continue testing with minimal rulesets, building a strategy from only the most significant rules. 

● Improve equity selection by filtering equities using fundamental analysis. 

● Increase the number of underlying symbols to run the strategy on. 

 


